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AUSTRIAN KEY ECONOMIC INDICATORS 


Unless otherwise indicated, all values in billions of 
Austrian schillings (AS) and millions of U.S. dollars 
and represent period averages. 


1979 Ss» —_1980 1981 est. 
(AS bill.) (AS bill) / (AS bill) 
Exchange Rate: USS1.00 = AS 13.37 AS 12.94 AS 15.43= 


Jan-June 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 914.3 987.7* 76, 292? ; 1,041.9 
GP at Constant (1964) Prices 427.3 442.9* 34,227* - 3.6 440.7 
Per Capita GDP (Current Prices) AS121,850 AS131,600* $10,170* . AS138,800 
Plant & Equipment Investment (") ; 251.2* 19,413* ‘ 264.4 
Net Mass Incame }/ 92. 523.4% 40,448* ; 560.0 
Indices: 
Industrial Production (1971=100) 1335 139.0* 139.0* ; 130.3 
Avg. Labor Productivity (1971=100) 3 142.9* 142.9* ‘ 141.9 
Avg. Industrial Wages (1956=100) 73. 765.1* 765.1* : 822.5 
Labor Force (1000s) 2,842 2,842 ; 2,864 
Avg. Unemployment Rate (%) Zs 1.9 1.9 Zak 





MONEY AND PRICES 
Money Supply (M1) 
Interest Rates 
(Central Bank) (%)°/ 
Indices: 
Wholesale Price (1976=100) 
Retail Sales (1973=100) 


BALANCE OF PAYMENTS AND TRADE 

Gold & Foreign Exchange 

Reserves G/ 85. 

External Federal Debt 63. 

Annual External Debt Service Ss 

Balance of Payments (Basic Balance) -30. 

Balance of Trade £/ Ses 

Exports, FOB Y/ 206. 
U.S. Share F 

Imports, CIF 9/ 269. 
U.S. Share 8. 





ms 
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MAIN IMPORTS FROM THE U.S. IN 1980: (S$ million) 

Non-electrical machinery, excluding business machines (115.0); office machines, EDP equipment 
and accessories (103.2); vehicles, including airplanes and boats (76.3); electrical machinery 
and equipment (58.2); chemicals (40.0); pharmaceuticals (34.7); metallic ores, slag and ash 
(31.3); plastic materials (25.9); measuring and test instruments (20.4). 


FOOTNOTES: 
* preliminary a rene 
rere nverted figures. 
a/ Changes based on unrounded schilling rather than dollar fevers see. 
b/ Income of dependently employed persons plus transfer payments, after taxes, 
excludes self-employed income, 
c/ Since Jan. 25, 1979: 3.75%; since Jan. 24, 1980: 5.25%; since March 21, 1980: 
6.75%. 
d/ Official reserves at Central Bank; year-end figure. 
e/ Includes revaluation of gold holdings by 33.7%. 
f/ Includes transit traffic. 
g/ Not including transit traffic. 





SUMMARY 


When final figures are in for 1981, they are expected to show that Austria's 
gross domestic product (GDP) declined marginally in real terms after expanding 
by 3.6 percent in 1980. Satisfactory performance in the latter year was 
mainly due to strong exports and extensive gross asset formation. In 198]l, a 
decline in private consumption and gross asset formation, coupled with weaker 
export performance, caused GDP to decline. Industrial production increased by 
4 percent in 1980, but growth decelerated toward the end of the year; a small 
decline is expected to be recorded for 1981. Unemployment reached 1.9 percent 
in 1980 and is expected to register 2.2 percent in 1981 because of diminished 
economic activity. Austria's inflation rate picked up in 1980, but it still 
compares favorably to that experienced by most OECD members; for 1981, an 
increase of 7 percent in the Consummer Price Index (CPI) was expected. 


In other respects, Austria's econamic performance has been less satisfactory. 
Mainly as a consequence of the deterioration in the trade account, the 
payments deficit soared fram AS 30.6 billion in 1979 to AS 39.9 billion in 
1980. Although Austrian exports were expected to rise more strongly than 
imports in 1981, the expected deterioration in the terms of trade will prevent 
a Significant improvement in the trade account. 


Due to the prosperous econany in 1980, the net budget deficit was slightly 
lower than expected at AS 29.3 billion (3 percent of GDP); government debt 
expanded by 13 percent to AS 261.2 billion (about 26 percent of GDP). A 
further reduction of the budget deficit in 1981, as planned, is not likely to 


materialize due to the slowdown of the econany. Interest rates reached very 
high levels in 1980 and in early 1981. Austria continues to implement a hard 
currency policy. However, in 1981 the schilling (AS) was closely tied to the 
German mark (DM). 


The United States enjoys a sizeable trade surplus with Austria, and American 
exporters should continue to find Austria a challenging but worthwhile market 
despite its small size. However, the recent substantial appreciation of the 
dollar relative to the schilling will require intensified efforts on the part 
of American firms if they are to retain or expand the still modest share of 
the Austrian market they have managed to obtain. American firms considering 
an investment in Europe would be well-advised to consider Austria, especially 
in view of the recent liberalization of capital imports. The comtry's stable 
political/econamic climate makes it a very favorable location. Moreover, the 
Austrian Government is receptive to foreign investment and has been known to 
provide assistance if the proposed investment is seen to have potential for 
furthering the Government's full employment and structural policies. 





PART A — CURRENT ECONOMIC SITUATION AND TRENDS 


GROSS DOMESTIC PRODUCT: SLIGHT RECESSION IN 1981 - In 1980, Austria's economy 
was somewhat weaker than a year earlier, but it still managed to achieve real 
growth of 3.6 percent. This was a commendable performance in comparison to 
the entire OECD region (1.3 percent) or the Federal Republic of Germany (1.8 
percent), by far Austria's largest trading partner. However, Austria's 
economy lost a good deal of its momentum throughout 1980 and, mainly as a 
consequence of the unfavorable international econamic scenario, entered a 
recessionary period at the beginning of 1981. Consequently, the 1981 first 
Quarter real GP declined by 1.5 percent fram the same period of 1980. For 
1981, WIFO, the Austrian Institute for Eoonomic Research, forecast a decline 
in real @P of 0.5 percent. The forecast presupposed that an upturn -- albeit 
modest -- would begin in the seoond half of 1981. This development depended 
in turn, to a high degree on increased foreign demand fran an improvement in 
the economies of important Western industrialized countries, especially the 
United States and Federal Republic of Germany. WIFO also predicted that 
modest economic recovery in the seoond half of 1981 would continue into 1982 
and result in 2.5 percent real @P growth in that year. 


FOREIGN TRADE STILL ACTIVE 


EXPORTS - Austria's favorable 1980 econamic performance was to a high degree 
due to strong foreign demand for the country's products. Despite economic 


problems in the Western industrialized world, Austria was able to maintain, 
and in certain instances even to expand, its export markets in these 
countries. Austria's commodity exports rose by 9.7 percent to AS 226.2 
billion, equal to about one-quarter of GP. Of this, more than one-half was 
shipped to the EC countries. Shipments to the OPEC countries doubled in 1980, 
a development which continued in the first quarter of 1981, albeit ata 
reduced rate. 


The upsurge of the dollar, the concommitant depreciation of the schilling (in 
both real and nominal terms), and the relative improvement of Austria's labor 
cost position (as a consequence of continued moderate wage increases) should 
have a positive impact on Austria's external competitiveness, making possible 
a growth in Austrian market shares. When total figures for 1981 are recorded, 
they are expected to show that exports to OECD countries were stagnant, while 
exports to non-OECD countries, particularly to OPEC members and the U.S.S.R. 
rose substantially. Commodity exports in 1981 are expected to show 9.3 
percent growth; 12.5 percent growth is expected for 1982. 
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IMPORTS - Austrian imports increased by 17 percent or to AS 315.8 billion in 
1980, due to the effects of the appreciation of the dollar, higher prices for 
imported energy, especially oil (Austria imports about two-thirds of the 
energy it consumes), and strong demand for raw materials and consumer goods. 
More than 60 percent of all imports originated in the EC area; nearly 10 
percent cane fran Cammunist countries, and 7 percent (mostly oil) came fran 
OPEC members. Only some 3 percent of Austrian imports came from the United 
States. Declining real disposable incomes, a concurrent decline in private 
consumption, and a reduced level of output in the manufacturing sector 
produced rather modest import growth in 1981 (+ 5.8 percent in nominal terms, 
-3 percent in real terms). Durable consumer goods will be among those product 
groups affected most by the import slowdown since more than three-quarters of 
the durables consumed in Austria are imported,and sales of these goods are 
disproportionately affected in difficult econamic periods. The expected 
economic upswing should cause real disposable incomes to rise in 1982. A wage 
tax reduction, which was to become effective in January 1982, should also 
affect consumption favorably, as it will primarily benefit lower income 
groups, which have a high consumption propensity. It is expected that the 
resultant increased domestic demand will be reflected in an import growth of 
10 percent in 1982 (equal to 4 percent real growth). 


TRADE AND CURRENT ACCOUNTS IN DEFICIT 


Due to a growth rate of commodity imports nearly twice as high as that of 
exports, the cammodity trade deficit in 1980 rose to a record AS 89.7 

billion. This was reduced by a surplus in transit traffic to an overall trade 
deficit of AS 87.5 billion. At that level, the trade deficit was nearly 50 
percent higher than a year earlier. The surplus on services, reflecting the 
good tourism results of 1980, could not offset the high trade deficit. The 
services surplus and net imports of long-term capital could not prevent a 
further deterioration in Austria's payments position (as measured by the basic 
balance), which was in deficit by AS 39.9 billion (30 percent higher than in 
1979). This situation was not expected to reverse in 1981, although only 
modest import growth was forecast. However, due to the deterioration in the 
terms of trade, the trade deficit is not expected to decline significantly 
from the 1980 level. The terms-of-trade deterioration is a direct consequence 
of the appreciating dollar and the fact that more than 20 percent of Austria's 
imports are invoiced in that currency. In 1982, subsequent to the economic 
recovery, import growth is expected to resume, causing the trade deficit to 
widen. Buoyant surpluses on the services (tourism) account will contribute to 
a Slight improvement of Austria's payments position. 


INDUSTRY SLIGHTLY WEAKER 


OUTPUT - Austria's industrial production expanded about 4 percent in real 
terms in 1980 and was therefore much stronger than abroad. This positive 
figure could not obscure the difficult phase Austrian industry entered at the 
end of 1980: the foregoing figure compares to a growth rate in excess of 





7 percent in the first half of 1980. First quarter 1981 results clearly 
Showed the effects of the econamic downturn; on a 12-month comparison, 
industrial output declined by 1.4 percent, mainly affecting the mining and 
basic sector (- 4.1 percent) and the investment goods sector, which fell 2.5 
percent. The consumer goods sector declined only 0.5 percent while energy 
output increased 2.1 percent. Final data for 1981 are expected to show that 
industrial output declined 0.5 percent in 1981; for 1982, real growth of 4 
percent is expected. 


INDUSTRIAL EMPLOYMENT - The favorable situation of Austrian industry in 1980 
was reflected in the growth of industrial employment by 1.1 percent to 
621,000. However, the international steel crisis fully penetrated to Austria, 
its economic and sociopolitical impact being particularly apparent in the 
Provinces of Styria and Lower Austria where same of the Nation's iron and 
steel producers and fabricators (all of which are appendages of the 
State-owned VOeEST-Alpine concern) are located. The Vereinigte Edelstahlwerke 
(VEW) was especially hard hit; an expert study recommended the layoff of 4,000 
workers and the closure of several plants. The Austrian Goverrment is 
presently examining measures to avoid hardships, curtail the necessary number 
of layoffs (full employment is the foremost damestic political objective of 
the Government), and achieve a restructuring of the domestic steel industry. 


INDUSTRIAL INVESTMENTS - Final data for 1981 are expected to show that gross 
asset formation declined from the 1980 level. However, energy sector and 
Other industrial investments are expected to continue at a relatively high 
level. Satisfactory industrial capacity utilization (at 87 percent, capacity 
utilization was above the medium-term average) and improved profits stimulated 
industrial investments throughout 1980 (+ 13 percent real) and boosted 1981 
investment (+ 9 percent real). It seems likely that many of the 1981 
investment plans may have been realized in spite of prevailing economic 
problems, including reduced capacity utilization in the first few months of 
1981 and high interest rates for borrowed funds. The buoyancy of industrial 
investment probably was largely attributable to technological adaptation to 
more expensive energy. 


PRODUCTIVITY - Productivity growth of about 3 percent in 1980 comprised strong 
expansion in the first half of the year and virtual stagnation subsequently. 
Productivity is expected to have declined slightly in 1981. 


ORDER SITUATION - An April 1981 poll of Austrian industrialists revealed 
continuing pessimism regarding the econamic outlook. However, the basic tenor 
of the respondents was less pessimistic than at the beginning of the year. 

The order situation illustrates this attitude: the naminal value of total 
industrial orders on hand in April 1981 was only some 5 percent higher than in 
April 1980 or a decline in real tems. 





INFLATION STRONGER IN 1981 


Austria's inflation rate -- as measured by the CPI -- picked up fram 3.7 
percent in 1979 to 6.4 percent in 1980, but it still compares favorably to the 
experience of most other OECD countries. Prices in 1979 were insulated fran 
raw material costs, particularly for oil, by the Government's hard currency 
and price policies, The energy price boost became fully effective in 1980, 
however. WIFO expects that the records for 1981 will show an increase in the 
CPI of 7 percent, again mainly because of high energy prices and the 
strengthening of the dollar. 


EMPLOYMENT AND WAGES STABLE 


Austria's hard schilling policy has contributed to labor tranquility by 
helping to moderate inflation. Relatively low inflation rates, coupled with 
the Goverrment's commitment to full employment, set the stage for the 
generally harmonious and mutually respectful relations which characterize 
labor/management relations here. As a result, strikes are uncommon (the per 
Capita time lost due to labor disturbances in 1980 was less than 3 minutes). 


WAGES - Wage demands throughout 1980 were moderate, but they were higher 

toward the end of the year. The minimum wage index in 1980 was 5.4 percent 
above the 1979 level. Due to the progressive tax schedule, real net mass 
income stagnated in 1980. Moderate wage increases, the hard currency policy, 
and relatively strong productivity gains contributed to the improvement of 
Austria's relative labor cost position by 3 percent vis-a-vis its main trading 
partners in 1980. Final data for 1981 are expected to show that real 
disposable per capita income declined by about 1 percent. An improvement of 
equal magnitude is expected for 1982. 


EMPLOYMENT - The total number of employed persons averaged 2.8 million in 
1980, up 0.5 percent over the corresponding 1979 figure and a new annual 
record. The unemployment rate fell to an average of 1.9 percent. An increase 
of 0.5 percent in total employment and an unemployment rate of 2.2 percent are 
expected to be recorded for 1981. A continued restrictive policy with regard 
to foreign workers, expected low productivity gains in 1981, and the expansion 
of the services sector will help keep umemployment low. However, a greater 
than anticipated deterioration of the econany -—- e.g., a GDP decline of more 
than 0.5 percent -- could cause serious problems on the labor market and 
consequently for the governing Socialist Party. In any event, the labor 
market through 1985 will be samewhat more strained than in the past because 
age groups of years with high birth rates will be entering the labor market. 
Consequently, an unemployment rate of 2.4 percent is expected for 1982. 





MONETARY POLICY CONTINUED RESTRICTIVE 


The savings propensity during the first half of 1981 was rather weak. On the 
other hand, credit demand remains very strong, particularly because of the 
Goverrment's substantial financial requirements. Accordingly, the gap between 
domestic capital formation and credit demand increased by AS 4.4 billion to a 
total of AS 73.5 billion at the end of May 1981. This imbalance and the 
impact of international interest levels on the domestic capital market 
preclude an early decline in Austrian interest rates. 


In order to dampen external inflationary pressure, to avoid capital exports, 
and to maintain international confidence in the schilling, the Austrian 
National Bank (ANB) intends to oontinue with its hard currency policy. 
However, the pursuit of this policy has become more difficult because of the 
divergent development of the dollar and the mark exchange rates since the fall 
Of 1980. West Germany is Austria's main trading partner (in 1980, 41 percent 
of total Austrian imports came from Germany and 31 percent of total Austrian 
exports were shipped to Germany; further, by far most of Austria's tourists 
come fram Germany). On the other hand, more than 20 percent of total Austrian 
imports are invoiced in dollars. Unable to maintain the parity of the 
schilling against both the dollar and the mark, ANB will orient the Austrian 
currency mainly to the mark. As a result, final data for 1981 should show 
that the nominal and real trade weighted external value of the schilling 
declined. 


CONSUMPTION WEAKER 


At 1.4 percent (in real terms), the growth of total retail sales was 
considerably lower in 1980 than in 1979 (+ 5.4 percent). Sales of durables 
rose 0.7 percent; and nondurables,1.7 percent. Retail sales were relatively 
strong at the beginning of 1980; however, they leveled off later in the year. 
Especially noticeable in this connection was the marked decline of durables 
Sales (~ 2.9 percent) in the fourth quarter of 1980 over the like period of 
1979. For 1981, the outlook appeared even less pramising since the WIFO 
expected real private consumption to decline 1 percent; this will probably 
affect mainly the sales of durables, since these sales are closely related to 
the development of GDP. Public consumption was expected to rise at a real 
rate of 2 percent in 1981, the same as in 1980. In contrast to rather healthy 
industrial investment, total real investment was expected to decline 0.8 
Percent in 1981. This is primarily a consequence of lower spending on 
machinery (1980: + 10.2 percent; 1981: + 1.5 percent) and the accelerated fall 
of investment in the construction sector (1980: - 0.7 percent; 1981: - 3 
percent). A recovery is likely in 1982, when total real investment is 
expected to grow 0.5 percent; however, the construction sector should continue 
to record negative growth. 





BUDGET: PROBLEMS CONTINUE 


Austria's generally favorable econamic performance notwithstanding, the budget 
deficit in 1980 reached AS 29.3 billion or 3 percent of G@P. As a result, 
the national debt expanded by 13 percent to AS 261.2 billion or about 26 
percent of GDP. (The foreign debt amounts to AS 72.6 billion.) The 1981 
budget foresaw a net budget deficit of AS 25 billion or 2.4 percent of GP. 
However, Since the 1981 budget assumed 1 percent real GDP growth, the deficit 
for 1981 is likely to be significantly larger considering recent estimates of 
a real GDP decline of 0.5 percent. Total and net budget deficits in 1982 are 
expected to exceed 1981 levels, despite selective expenditure cuts and likely 
government proposals designed to increase government revenues. 


AGRICULTURE 


In spite of partly unfavorable weather conditions, Austria's field crop 
harvest in 1980 turned out to be very satisfactory. More severe weather 
conditions in 1981 resulted in lower field crop harvests. 


POLITICAL STABILITY TO CONTINUE 


Although Austria's econany in many respects appears to be healthier than those 
of most other industrialized countries, Austrian authorities could be forced 
to make same hard socioeconanic decisions in the period immediately ahead, 
although this is unlikely given the proximity of national elections (no later 
than spring 1983). The Goverrment's declared target -- the maintenance of 
full employment -—- is one of the pillars of the ruling Socialist Party's 
econanic policy, and its implementation in the past has helped preserve labor 
tranquility. The GDP decline forecast for 1981 will lead to a moderate 
increase in the unemployment rate. However, a prolonged recession or a 
stronger than expected decline in GDP could cause serious employment problens, 
which the Government, due to budget problems, would find difficult to 
cambat through stimulatory fiscal measures. As a result, Austrian authorities 
will have to be more adept than ever at juggling the mix of fiscal, monetary, 
exchange rate, export promotion, employment and incomes policies they have 
traditionally used to keep their econany humming. But such management will be 
more difficult than usual, however, since the scope for autonomous economic 
measures is rather limited for a small country like Austria. Moreover, 
freedan of policy action is restricted by the dimensions of the budget 
deficit, the goverrment debt, and the payments imbalance. 


Political stability can be expected in part because the Socialist Party (SPO) 
enjoys an absolute majority in Parliament. In addition, the "Social 
Partnership" (an ongoing dialogue on economic and social issues between the 
labor unions and the Chambers of Labor, Canmerce and Agriculture) continues to 
function despite the strains imposed by the deteriorating economic climate. 

An SPO econanic progran for the 1980's, outlining basic social and econanic 





strategies, was campleted in May 1981. Although the SPO document reveals a 
close orientation to basic socialist values, major changes in the 
socioeconomic environment are unlikely. Meanwhile, not to be outdone, the 
Major opposition party has also developed a program for the current decade 
which emphasizes the virtues of a social market eoconamy. Government and 
Opposition parties are in contact to determine if a basis can be established 
for joint action designed to address same of the problems presently 
confronting the econany. 


PART B_ — IMPLICATIONS FOR THE UNITED STATES 


UNITED STATES ENJOYS INCREASING TRADE SURPLUS - High import demand in Austria, 
coupled with a depreciation of the dollar vis-a-vis the schilling, caused the 
schilling value of Austrian imports fram the United States to increase by 24.9 
percent in 1980 over 1979. In the same period, total Austrian imports rose by 
17 percent, much of the rise being due to the oil price increases. The 
excellent U.S. performance boosted the U.S. share in total Austrian imports 
from 3.2 percent in 1979 to 3.4 percent in 1980 and in Austrian non-oil 
imports fram 3.5 percent in 1979 to 3.8 percent in 1980. The value of 
Austrian imports fram the United States during 1980 amounted to $824 million. 
This positive trend strengthened in the first half of 1981, notwithstanding 
the dollar's appreciation, and the U.S. share in total Austrian imports rose 
to 4 percent (in non-oil imports: 4.6 percent). 


Austrian exports to the United States in 1980 were $381 million (equal to 2.2 
percent of total Austrian exports). The result was a bilateral trade surplus 
in favor of the United States of $443 million (as measured in schilling value, 
74 percent higher than in 1979). 


Principal Austrian imports fram the United States were nonelectric mechinery 
(excluding business machines), business machines (including EDP equipment), 
vehicles, electrical machinery and equipment, chemicals, pharmaceuticals, 
metallic ores, plastic materials, laboratory instruments, mineral fuels and 
Oils, papermaking materials, photographic goods, instruments, feedstuffs, wood 
and wood products, fruits, medical instruments, nonferrous metals and 
products. The United States, which for many years was a-marginal supplier of 
raw materials and staples to the Austrian market, has succeeded in recent 
years in becoming a more important source of such imports for Austria. U.S. 
agricultural exports to Austria are expected to consist primarily of bulk 
commodities such as raw tobacco and soybean meal. Other items which have been 
moving to local markets in same volume are fruits and fruit products, 
long-grain rice, frozen meats and raw cotton. 


The appreciation of the dollar vis-a-vis the schilling, which started in the 
last quarter of 1980 and continued through the first half of 1981, has so far 
had no negative effects on Austrian imports fram the United States. However, 
in view of the stronger dollar it would probably be advisable for U.S. 
exporters to intensify their marketing efforts to retain the market share they 
have managed to obtain. Many American firms also find Vienna a good base for 
operations aimed at developing and servicing East European markets, although 
the problems which some of these countries are now experiencing will make more 
difficult the realization of their considerable potential for Western 


suppliers. 





PROSPECTS FOR U.S. EXPORTERS 


The Embassy in Vienna recently identified 11 product lines which it believes 
have particularly strong incremental sales potential in Austria in the 
short-to-medium term. These product lines are computers and peripheral 
equipment, electronic camponents, medical instruments and equipment, 
analytical and scientific instruments, pharmaceutical preparations, hand and 
power tools, electronic industry production and test equipment, printing 
equipment, business equipment, sporting goods and recreational equipment, and 
lawn and garden equipment. Other product categories showing strong potential 
are security equipment for industrial, commercial and residential use and fuel 
efficient motor vehicles. These products were identified after careful 
consideration of the size of the local market, current and projected U.S. 
technological advantages, price competitiveness and, in some categories, the 
absence of local production. These product categories are the focus of the 
Embassy's trade promotion activities. 


U.S. FIRMS COMPETE FOR MAJOR PROJECTS 


American firms are demonstrating renewed interest in competing for major 
projects. Most of the large projects reported by the Embassy in the past year 
have been in the energy sector, but there were also others in the health care 
and transportation fields. Campetition for these projects is keen, most of it 
coming fram EC and EFTA countries whose industrial exports generally enter the 
Austrian market duty free. U.S. companies interested in bidding on such 
projects should, of course, be able to discuss the technical merits of their 
products. In addition, they could oonsider the feasibility of "offset" 
arrangements such as local assembly, the purchase of locally manufactured 
camponents, or the outright purchase of Austrian goods for sale in the United 
States or in third-oountry markets. At least one member of the American 
firm's negotiating team should be fluent in technical German. 


GOVERNMENT PROCUREMENT 


Since January 1, 1981, the Agreement on Goverrmment Procurement, one of the 
multilateral codes resulting fram the Tokyo Round of Mutilateral Trade 
Negotiations (MIN) within the General Agreement on Tariffs and Trade (GATT), 
is mandatory for most Austrian Federal Government purchases. The Agreement 
aims to secure greater international competition and nondiscrimination in the 
government procurement market by requiring certain government entities to 
tender as well as to select supplies according to the procurement 
regulations. As a result of the MIN Agreement, the Embassy now regularly 
reports on Austrian Goverrment and public tenders having a value in excess of 
SDR 150,000 (about $128,000 at the May exchange rate). Notification and 
delivery of specific bid announcements to U.S. firms is the responsibility of 
the Trade Opportunities Program (Roan 2014, ITA, U.S. Department of Conmerce, 
Washington, D.C. 20230, telephone (202) 377-2665), where this information is 
readily available to interested U.S. firms. 





FAVORABLE ENVIRONMENT FOR U.S. INVESTORS 


American investors interested in establishing or purchasing production 
facilities in Austria will find a favorable envirorment here. The Austrian 
Government generally welcomes productive foreign investment, viewing it as an 
adjunct to its full employment and industrial restructuring policies. Foreign 
as well as local investors are offered a wide range of assistance and 
incentives at all levels, ranging fram indirect tax incentives to direct 
investment grants. Of particular interest are investments in industries 
serving to replace imports or to expand exports, thereby providing relief to 
Austria's trade account, which is traditionally in deficit. Full foreign 
ownership is permitted but some American firms have found joint ventures to be 
advantageous. Austria has a number of attractions for the foreign investor, 
including political stability, a long tradition of labor peace, the 
availability of skilled labor, relatively low inflation and rather stable 
econanic conditions. The recent appreciation of the dollar vis-a-vis the 
schilling is yet another inducement. On the negative side is a rather high 
social security burden; because of the low direct cost of labor, however 
(direct labor cost is approximately one-third below neighboring Germany's), 
this does not affect Austria's favorable position in total labor cost. The 
tax system does not look particularly attractive either, at first sight; full 
utilization of allowances and other indirect incentives, however, brings the 
effective tax burden down to a rate close to Switzerland's, generally 
acknowledged as a tax harbor. 


Since most Austrian private firms dispose of low levels of proprietary 
capital, potential investors may find interesting possibilities for 
participation in existing firms with a remarkable standard of technical 
know-how. It should be noted that the Austrian National Bank recently 
liberalized capital imports for nonresident participation in Austrian business 
enterprises, for nonresident direct investments in private firms in Austria or 
the establishment of subsidiaries, for the acquisition of Austrian securities, 
and for the purchase of Austrian real estate by nonresidents. For further 
information and service, please contact: OIAG, Office for Industrial 
Development and Cooperation, Schellinggasse 7, A-1010 Vienna, Austria. 


GOVERNMENT SERVICES FOR U.S. EXPORTERS 


There are a number of opportunities in Austria for displaying American-made 
products at general and specialized fairs and exhibitions. A list of these 
events is published annually in the January issue of Business America. The 
U.S. Government offers a variety of services to exporters and investors 
interested in the Austrian market. Detailed information on these services can 
be obtained fram the Austrian Desk, Office of Country Marketing, ED/ITA, Roon 
1015C, U.S. Department of Commerce, Washington D.C. 20230. 





